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Suretyship Must Be Corporate 


T HAS BEEN SAID THAT court 


bonds are bought and not sold. 
This is true in the sense that most 
people who regularly need other 


lines of insurance may never need 
a court bond. When the need for 
a court bond is present, little sell- 
ing is necessary. The necessity for 
court bonds of various kinds de- 
pends upon specific court proceed- 
ings in which they are required by 
statute, court rule or judicial dis- 
cretion. Such bonds are not as well 
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pany on the law committee and the surety 
law committee of the Association of Casualty 
and Surety Companies. 





By HENRY W. NICHOLS 





understood as they might be and, 
therefore, the best protection avail- 
able is not always provided for citi- 
zens who require it. Those interest- 
ed in the subject can help protect 
the people of their communities by 
advocating the use of corporate 
surety bonds in place of bonds 
given by personal sureties. 
Before corporations were or- 
ganized to write surety bonds, per- 
sonal sureties were generally used 
in our courts. There was no other 
known method for providing such 
security. It was early recognized 
that reliance could hardly be placed 
upon a single personal surety, so, 
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from the beginning of legalized 
personal suretyship in this country, 
legislators and judges frequently 
required two or more personal 
sureties on the same obligation. 
Problems brought about by the 
practice of using personal sureties 





— A DEPARTURE from 
tradition, the first Fidel- 
ity-Surety issue of THe Casuat- 
TY AND SurETY Journal was pub- 
lished in March 1950. Because 
of its widespread popularity, a 
second Fidelity-Surety issue ap- 
peared in March 1951. The 
present issue was planned with 
the thought that agents and 
brokers, particularly, would bene- 
fit from a refresher course. De- 
voted entirely to the major 
bonding lines, this issue con- 
tains articles written by out- 
standing authorities whose prac- 
tical experience points up the 
salient facts which the producer 
should possess to build up his 
fidelity-surety business. 
The Editor 











have long been thorns in the sides 
of our courts. In recent years, par- 
ticularly since the Probate Law 
Section of the American Bar Asso- 
ciation became interested in 1939, 
much progress toward solving some 
of these problems has been made 
in many of our states. Old laws 
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have been codified, and new legis- 
lation and court rules which time 
and experience have shown to be 
advisable, have been adopted. 

Corporate surety bonds are grad- 
ually replacing such obligations 
furnished by individuals. Yet, when 
an investigation is made of court 
records, it is evident that all the 
surety companies in the United 
States are probably not signing 
more than one-half of the court 
bonds required. 

Surety bonds of many kinds 
come before our courts but this 
discussion is confined to bonds 
furnished for fiduciaries. The prop- 
er administration of trust funds for 
many of our neighbors, friends and 
citizens of our own community may 
mean the difference between abject 
poverty and a good life. We have 
seen too many examples of insuffi- 
cient security taken for such estates 
because of inadequate laws and 
court rules or failure of judges to 
accurately measure the need and 
value of security taken. 

It is significant to note that 
judicial bonds, such as bonds given 
on attachment, and appeal bonds 
(referred to in our business as 
financial guarantees) are less like- 
ly to be accepted from personal 
sureties than fiduciary bonds, and 
the reason is apparent. The out- 
come will favor one side or the 
other. Upon the final judgment, 
the pertinent party to such litiga- 
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tion, or his surety, is expected to 
pay and pay fast without further 
litigation. 

Judicial and administrative ques- 
tions involving the persons and es- 
tates of widows, orphans, incompe- 
tents and minors come daily before 
judges in every state. Judges and 
lawyers responsible for such trusts 
are also responsible for doing ev- 
ery reasonable thing to safeguard 
their administration. Anything that 
makes for improvement in handling 
fiduciary estates saves trouble and 
embarrassment to lawyers and 
courts; and saves loss to bene- 
ficiaries. 

Perhaps no higher trust exists 
than that of one who acts as execu- 
tor, administrator, committee or 
guardian and has in his care vital 
property of people who, by reason 
of mental condition, age, or lack 
of experience, are incapable of act- 
ting for themselves. Whether re- 
quired by statute of judicial rule 
or discretion, the fiduciary always 
should be made to satisfy the court 
that he will faithfully perform his 
duties and save the beneficiaries of 
his trust from loss. In other than 
very small estates, this assurance 
should include the giving of a 
surety bond which is worth more 
than the paper it is written on. If 
attorneys, legislators and judges 
were fully acquainted with the 
problems and the inadequacies of 
personal surety bonds, as now fur- 
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nished in probate proceedings -in 
many parts of the country, the 
great majority of them no doubt 
would be glad to foster and sup- 
port legislation and court rules to 
eliminate defects in our present 
methods. Then bonds that remain 
solidly back of the estates until the 
day of closing would be required. 


Henry W. Nichols 


An administrator of an estate 
(and here administrator is used in 
its generic sense) upon appoint- 
ment should assemble the assets 
and file with the court an accurate 
inventory of the property in his 
possession. An orderly administra- 
tion requires the keeping of accu- 
rate accounts concerned exclusively 
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with affairs of the beneficiaries. All 
receipts and expenditures should 
be carefully recorded and vouch- 
ers preserved. If there are unin- 
vested funds in the estate, it is the 
duty of the administrator to invest 
them according to law in legal 
securities. He collects rents and 
mortgages. The administrator is 
bound to sell investments at the 
proper time and in the proper 
market; he should never lend the 
estate’s money on unsecured notes; 
he should not commingle trust 
funds with those of his own; and 
he should, at all times, exercise 
the utmost good faith in all deal- 
ings with the trust estate. 

When the administrator has 
satisfied all these requirements and 
more, he should file with the court 
periodic accounts in such form 
and at such times as may be re- 
quired by statute or court rule 
or order. Finally, the administrator 
must render a final statement of his 
account to the court and have his 
account judicially settled. It is not 
an easy task. If he has been igno- 
rant, negligent or dishonest, he 
and his surety will be liable for 
losses. Our courts do not always 
have time to follow all these de- 
tails. Corporate sureties do. 

Personal sureties are generally 
require- 
ments, and should not be allowed 
to assume unknown risks to the 


uninformed as to such 
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detriment of their own families and 
estates. The personal surety, when 
he has any understanding at all 
of what he is doing, usually accom- 
modates a friend or relative. The 
personal surety rarely measures the 
capacity of the principal, who, in 
addition to being honest, must 
have enough business acumen to 
discharge the trust imposed upon 
him as administrator, executor, 
guardian or trustee. 


PERSONAL SURETY HAZARDS 


Both character and capacity are 
absolutely essential to any fiduci- 
ary, yet so few people know any- 
thing about the abilities or re- 
sponsibilities of fiduciaries. Quite 
as often as not, any loss caused the 
estate by the fiduciary is due to 
the lack of capacity rather than 
lack of character. The personal 
surety with no more knowledge 
than the fiduciary, and less incen- 
tive, is at the mercy of his prin- 
cipal. 

It is humanly impossible to fore- 
cast the future of court proceed- 
ings where human individuals are 
involved. What may appear to be 
a satisfactory proceeding the day 
a bond is approved and filed, may, 
the next day, take on an ominous 


complexion. This is especially true 


in the case of personal sureties who 
suffer all the hazards 
fortunes of other humans. They 


and mis- 
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Personal sureties ... thorns in the sides of our courts 


die, become insolvent, move out 
of the jurisdiction or otherwise 
dispose of their assets. 

People who sign personal bonds 
seldom have any conception of the 
sacrifices they may be called upon 
to make. They do not realize that 
they may have to pay if the person 
for whom they make bond fails to 
perform any one of his numerous 
duties. It seems to me that, where 


personal sureties are taken, the 
least the court should do for the 
benefit of all concerned is to see 
first that the personal surety fully 


understands what his _ liabilities 
are and, next, that he has assets 
that will remain available for the 
purpose of the bond until the es- 
tate for which it is given is closed. 
Only one argument can be put for- 
ward for the personal surety and 
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that is an alleged economy. A 
modest premium is saved. It is a 
pennywise, pound foolish economy! 
It has caused more harm than good! 
The annual cost of a corporate 
surety bond on an estate of $5,000 
is never more than $35.00 or con- 
siderably less than one percent. 
No individual would sign for a 
surety bond if he expected to have 
to pay a loss out of his personal 
savings. After signing a bond, few 
personal sureties make any investi- 
gation to determine how the fiduci- 
ary is handling the estate. They 
set aside no reserves against pos- 
sible loss, and rarely take any steps 
to protect themselves before it 
is too late. If a rumor reaches the 
surety that there is a shortage, he 


may try to drive a bargain with 
the heirs to accept less than would 
be their just claims, or he may 


take steps to put his property 
where it cannot be reached. He 
gets nothing for this suretyship, so 
he feels that it is unfair to be asked 
to pay anything. The personal 
surety, if disposed to evade his 
obligation, may take advantage of 
the time that elapses between the 
discovery of loss and the eventual 
surcharge to secrete his assets. 
The files of the Probate Courts 
throughout the country contain 
actually thousands of heartbreak- 
ing records in which wards and 
heirs, dishonest fiduciaries and per- 
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sonal sureties take the leading 
parts. 

Now, contrast the position of the 
incorporated surety companies 
which are organized for the pur- 
pose of furnishing these bonds for 
modest premiums. Surety compa- 
nies are organized under and regu- 
lated by law. Incorporating an in- 
surance or surety company requires 
substantial capital and _ surplus 
from the beginning. Such a com- 
pany cannot get a license from its 
home state until after a strict ex- 
amination as to the sufficiency of 
its assets, the standing of its man- 
agement, and the methods of han- 
dling its underwriting, investment, 
accounting and claim practices. 
Having been licensed in its home 
state, such a company cannot do 
business in any other state until it 
has been licensed therein. It cannot 
do business with the Federal gov- 
ernment until it has received the 
approval of the United States 
Treasury Department. Once in 
business, it thereafter is subject to 
periodic examination by examiners 
of the Federal Treasury Depart- 
ment and of every state in which 
it is licensed. A company organ- 
ized under the Laws of New York 
State, for example, cannot invest 
any part of its capital and reserve 
funds, except in high grade se- 
curities of the character specified 
in the New York Insurance Law. 
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When a premium is received on 
a surety bond, whether it is large 
or small, a premium reserve in the 
amount required by statute is im- 
mediately set aside and carried as 
a liability on the surety’s books 
until fully earned. If a claim is 
made, an additional reserve is im- 
mediately set up to take care of the 
probable loss under such claim. 
That loss reserve must be in the 
full amount of the probable less, 
so that you will find, on examin- 
ing the statements of many surety 
companies, that the amounts set 
aside as premium reserves and as 
loss reserves are several times as 
large as their capital stock. The 
New York Insurance Law requires 
still another reserve for unreported 
and undiscovered losses. Every 
surety company which has been 
doing business over a period of 
years has some bonds against 
which potential .claims exist but 
upon which no loss has been dis- 
covered or claim made, and upon 
which the surety has no knowledge 
of impending loss. To guard 
against that situation, surety com- 
panies must carry loss reserves to 
cover these contingencies. The 
amount is based on volume of 
business written. 

These are the safeguards put 
around corporate sureties in marked 
contrast to personal sureties who 
are usually under no compulsion 
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whatever, legal or otherwise, to set 
up any reserve of any kind to take 
care of the losses which we know 
are bound to occur. 

There are other requirements 
established by legislative bodies 
and insurance departments for the 
protection of the public. Operating 
strictly under such requirements, 
the beneficiaries of an estate or 
the obligee on any corporate surety 
bond are protected, about as far 
as it is humanly possible, under 
our form of government to pro- 
tect them. Corporate surety com- 
panies treat the bonds they fur- 
nish as serious liabilities. Under- 
writers, with years of experience 
and training, know that their lia- 
bility is much more extensive than 
merely to assure honest adminis- 
tration of the estate. Beneficiaries 
are assured that corporate sureties 
pay their claims promptly. Surety 
companies cannot afford to endan- 
ger their future business before 
the courts by procrastinating or by 
making frivolous defences. 

In every surety company worthy 
of the name there are trained ex- 
perts whose efforts are constantly 
directed toward the prevention of 
losses. They consult with fiduciaries 
and their attorneys; they make 
periodic checks of steps in court 
proceedings, and endeavor to see 
that the estate for which they are 
responsible is administered in an 
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honest, orderly and efficient man- 
ner. These activities of the cor- 
porate surety frequently result in 
the discovery of acts of omission 
or commission which might en- 
danger the estate if not promptly 
corrected. Without any charge 
other than the premium on the 
bond, the sureties frequently take 
other steps which are of benefit 
to the fiduciaries and the estates 
which they bond. When it is 
necessary, corporate sureties fre- 
quently submit to the courts re- 
ports upon the matters discovered. 
In such cases, the court is given 
an opportunity to take remedial 
steps which may ultimately save 
trouble and loss to all concerned. 

Another important feature the 
corporate surety has to offer is 
joint control approved by the laws 
of most states, whereby the possi- 
ble lack of capacity in the princi- 
pal is guarded against. Surety com- 
panies have no desire to invade 
the province of the courts, the 
fiduciaries or their lawyers. That 
is not the surety’s function. But 
by assuming joint control in a spirit 
of helpful cooperation many losses 
are prevented before they happen. 
Joint control is not a cure-all but 
it is of great benefit to all con- 
cerned, including the courts. 

Jules Backman, Professor of 
Economics, New York University, 
in his book on “Surety Rate-Mak- 
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ing” says that there are no conclu- 
sive data available to show the 
magnitude of personal suretyship. 
He publishes charts for’ the ten 
year period from 1936 to 1946 
showing the distribution between 
corporate and personal fiduciary 
surety bonds filed in 512 counties 
from 85 of the states. Obviously, 
not every county was covered but 
a spot check was made in each 
of the counties covered. Mr. Back- 
man says: “On the basis of these 
studies it appears that between 
two-fifths and one-half the fiduci- 
ary bonds in terms of number and 
bond penalities are written by cor- 
porate surety companies.” It is 
common throughout the country 
that more personal surety bonds 
and fewer corporate bonds are 
used in the less populated counties. 

In many of our states the statutes 
are so general and so indefinite 
that the entire question as to what 
shall constitute adequate personal 
suretyship is left to the discretion 
of the judge. This frequently cre- 
ates an embarrasing responsibility 
for many judges who would prefer 
to have a statute which they could 
follow in accepting bonds. 

In 1939, the Section on Real 
Property, Probate and Trust Law 
of the American Bar Association, 
at San Francisco, adopted a recom- 
mendation of the Guardianship Ad- 
ministration Division, which read 
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as follows: 
“That the present procedure in 
our surrogate’s courts regarding 
personal sureties on bonds of 


guardians (as well as _ other 
fiduciaries) has often resulted in 
losses which could be largely pre- 
vented. Your Committee there- 
fore recommends that personal 
sureties be required to submit 
abstracts of their real property 
and that the bond be filed as a 
lien against said real property.” 
Subsequently, the Probate Court 
of Cook County, Illinois, as of 
January 1, 1940, adopted among 
other rules, Rule 16, which reads 
as follows: 
“SCHEDULE OF PERSONAL 
SURETY. Before any bond with 
personal surety shall be ap- 
proved by the Court, each per- 
son offered as surety shall pre- 
sent a verified schedule in the 
form prescribed by the Court 
and furnished by the Clerk, 
shall agree in writing that he 
will not convey or incumber 
any real estate owned by him 
until he is released as surety 
by order of this court, and shall 
pay to the Clerk the cost of ex- 
amining the sufficiency of the 
surety and the recording of the 
schedule. If the proposed surety 
is accepted by the Court, the 
schedule shall be filed with the 
Clerk, recorded in the Office of 
the Recorder of Deeds or the 
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Registrar of Titles of the County 
where the real estate is located, 
and then kept by the Clerk with 
the bond to which it refers.” 
This is a rule with teeth in it. It 
saves the judges embarrassment n 
the exercise of their discretion and 
although it does not say so, it 
does for all practical purposes 
place a lien upon the real estate. 


The President of an Association 
of County Judges of a western state 
wrote: 

“We realize all too well the 
hazards of personal suretyship 
and are of the opinion that legis- 
lation should be enacted in our 
state and in every state, such as 
is now the practice in the Pro- 
bate of Cook County, Illinois, 
requiring sureties on personal 
bonds to agree in writing not to 
transfer or encumber their prop- 
erty during the term of the 
bond.” 

In addition to court rules, the 
precedent has been set for legis- 
lative safeguards if the legislators 
see fit to follow what has been put 
into effect in other states. In New 
York State a law was passed in 
1942, which is Section 150-A of 
the New York Civil Practice Act. 
This provides that in case of bonds 
or undertakings of more than 
$1,000, authorized or required to 
be furnished in connection with 
any civil action or proceeding, a 
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personal surety should attach to 
the bond a statement under oath 
that he is the sole owner of the 
property offered by him as security 
and containing detailed informa- 
tion as specified in the statute. 
When the bond is approved, and 
before the issuance of any au- 
thority to the fiduciary to take any 
official act, the principal must have 
recorded in the office of the County 
Clerk or Register, his execution of 
the bond and a description of the 
property. The bond or undertaking 
then becomes a lien on such prop- 
erty in favor of the person or per- 
sons to whom the bond is given. 
Some of our law makers in other 
states where similar bills have been 
introduced have felt that it was an 
undue hardship to make such 
bonds liens upon the real estate of 
the personal surety. It is hard to 
follow the reasoning for any such 
sympathy. As an example take the 
case of the man who dies leaving 
a modest estate, a widow and sev- 
eral children. The court has the re- 
sponsibility of appointing an ad- 
ministrator for that estate and also 
must exercise discretion in fixing 
the administrator's bond. The 
judge decides that the administra- 
tor shall put up a $5,000 bond. 
Now, an individual comes forward 


who says: “I will give my personal 
surety bond for the administrator 
and I am qualified to do so because 
I have an unencumbered house 
and lot appraised at $10,000.” The 
widow and children in a very real 
sense have been placed in care of 
the court by state statute but what 
protection has been afforded them 
if, after the court accepts this bond, 
the personal surety walks out of the 
courtroom and sells the property 
to someone else and squanders the 
proceeds? Our judges should be 
continuously concerned about the 
current value of every surety bond 


taken in their courts. 
Where courts or legislatures seek 
ways to improve security for the 


beneficiaries of estates they might 
consider something in the nature 
of the Cook County Rule or the 
New York Statute. To the same 
effect is the proposed Model Pro- 
bate Code, prepared by a Commit- 
tee of the American Bar Associa- 
tion in cooperation with the re- 
search staff of the University of 
Michigan Law School. None of 
these exclude the use of personal 
sureties but all make more certain 
that when personal bonds are ac- 
cepted the assets back of them will 
remain until the estates are closed. 





With an estimated 33 billion 
dollars of construction sched- 
uled in United States this year, 
the protection offered by sure- 
ty companies is vital to our 
national economy 


Why Bond Construction Work? 


N THE: UNITED STATES for the 
I current year it is estimated by 
informed sources that $33,500,- 
000,000 is being spent on construc- 
tion work. For the future, it is 
expected that there will be com- 
parable expenditures annually for 
such purpose. This is a very large 
sum by any method of reckoning 
but its effect on the national econ- 
omy is probably in many instances 
not clearly appreciated. But the 
fact remains that it is of the utmost 
importance that every precaution 
be taken so that there will be no 
waste and extravagence in the dis- 
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By J. P. HACKER 





bursement of this money and that 
no part of it will be squandered in 
the ruins of uncompleted projects 
and add to the horrible examples 
of the short-sighted policy of waiv- 
ing corporate surety protection. 
Of course, in some of these failures 
corporate suretyship may have 
been desired but for one reason or 
another not available. This 
was sufficient warning that the 
proposition was not sound—a fact 
later demonstrated by the results. 
Usually, work is 
done under contract at a fixed or 
unit price reached through com- 
petitive bidding both for private 
enterprise and where the award is 
the responsibility of public officials. 
The only positive assurance that 
the money spent will produce what 
is intended at no greater cost to 
the owner than contracted for is 
the bond provided by a qualified 


was 


construction 
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corporate surety company. Gener- 
ally this protection is demanded of 
the successful bidder before he is 
permitted to proceed with the 
work, However, the value of such 
a bond is questioned. This is done 
without ill will towards corporate 
suretyship. The argument usually 
is that an amount equal to the 
premiums paid for the protection 
is not recovered in losses. This line 
of reasoning would seem to assume 
that the objective of the require- 
ment of bond is to protect against 
losses. The fallacy of such reason- 
ing is at once apparent. Surely one 
who has an interest in a construc- 
tion project seeks uninterrupted 
progress in the work and that tran- 


quillity which is fostered only by 
amicable relations between all par- 
ties necessary to the enterprise. He 
of course desires that the bid price 
will represent the ultimate cost of 


the job and his chief concern 
should be how to bring about this 
result. 


ACHIEVING OBJECTIVES 


How can these objectives best be 
achieved? First, by the capable 
selection of the contractor to be 
entrusted with the responsibility of 
the contract and the financial obli- 
gations which it entails. Admittedly 
architects and engineers are good 
advisors but are not two qualified 
judgments usually recognized as 
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better than one, even without re- 
gard to the other favorable factors 
which are added by the corporate 
surety and its agents? 

The experienced corporate sure- 
ty has facilities and expert per- 
sonnel employed solely to develop 
information that is not readily ob- 
tained by others, it considers care- 
fully the hazards inherent in the 
work to be performed and the con- 
tractor’s ability to meet them be- 
fore determining that its bond can 
be issued. Once the contract bond 
is issued there is no withdrawing 
from the obligation it imposes. 
Whatever the perils during the 
course of the work, they must be 
met by the surety even to the ex- 
tent of irrecoverably investing its 
funds (limited only by the total 
amount of its bond). It is this obli- 
gation which the surety undertakes 
and it is only this obligation that 
can assure safety of the enterprise, 
which would otherwise be lacking. 

The surety in passing upon a risk 
to determine its desirability has 
many factors to take into considera- 
tion. Among these are the nature 
of the work, the size of the con- 
tract, the experience of the con- 
tractor, his finances, his credit ar- 
rangements, the equipment _re- 
quired, the applicant’s ability to 
meet unusual requirements, the 
maintenance period, time of per- 
formance, how payments for work 
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performed are to be made, the con- 
tractor’s unfinished work on hand, 
and—of great importance—the repu- 
tation of the contractor for meeting 
his obligations. Data concerning 
the other bids and the other bid- 
ders competing for the work is also 
a factor. In addition to all this, a 
group of corporate surety com- 
panies maintain the Bureau of Con- 
tract Information in Washington, 
D. C. with which contractors file 
their performance records. These 
data are available to sureties in 
gauging a contractor’s qualifica- 
tions. 


BONDING CRITERIA 


It is the care and attention to 
detail exercised in developing this 
necessary information in the in- 
terest of preventing trouble or loss 
plus the surety’s obligation to pro- 
tect against loss, which justify the 
requiring of bonds and the nominal 
fee charged for them. But since 
mere loss payments rather than loss 
has been injected as a criterion of 
bonding desirability, let us examine 
that proposition further. 

Usually, when the surety sus- 
tains loss, it is not through a direct 
owner of the 


payment to the 
project. In fact, for this to happen 
is rather unusual and would prob- 
ably occur only where the owner 
and the surety agreed on a cash 
settlement because the owner, for 
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some unusual reason, wished to un- 
dertake the completion of the de- 
faulted contract or to make direct 
arrangements for this to be done. 
The usual arrangement, however, 
in connection with defaulted con- 
tracts is one whereby the surety 
provides the owner with such 
funds as are required in addition 
to the unexpended balance of the 
contract price in possession of the 
owner to complete the work so 
that as progress payments become 
due to the completing contractor, 
the surety will have contributed its 
part. More frequently, when there 
is trouble in connection with a de- 
faulted contract, the money of the 
surety goes for unpaid wages to 
labor and to settle indebtedness 
that the defaultnig contractor has 
incurred to furnishers of material 
and others having valid claims 
against the bond. Often to remedy 
an incipient default the surety ar- 
ranges finances for the contractor 
lacking funds permitting him to 
continue the work to its comple- 
tion, and the owner is not neces- 
sarily aware of the surety’s partici- 
pation in this respect. How, under 
such circumstances, would it be 
possible for the owner paying the 
premium to recover it directly in 
losses? But that the owner benefits 
from having the project bonded is 
beyond dispute! 

It must be 


remembered _ that 
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troubles, financial or otherwise, be- 
setting contractors involve sureties, 
even after reasonable precautions 
have been taken in the way of in- 
vestigation and analysis of the risk 
by the surety before assuming it. 
In spite of this precaution, losses 
sustained individually and collec- 
tively by corporate surety com- 
panies at times equal a large per- 
centage of aggregate premiums for 
this class of business. In the indi- 
vidual construction case, where 
loss is encountered, whether it be 
through additional completion cost 
or payments to laborers and ma- 
terial furnishers, or all three as of- 
ten occurs when a contract is de- 
faulted, the amount the surety 


must pay is frequently 50 to 70 


times the premium that the risk 
produced. Many construction con- 
tracts are physically completed; 
that is, the required work is done 
but accounts incurred by the con- 
tractor in performing it are left 
unpaid. These the must 
settle with the creditors. How then 
can either an individual, private 
enterprise or public official willing- 
ly expose their responsibility to 
such hazard? It does happen, and 
the only adequate protection 
against it is the bond of a corporate 
surety company. 

There is no better evidence than 
the records of surety companies 
that all construction work does not 


surety 
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proceed as contemplated and that 
if no surety was present to give the 
required assistance there would be 
others than the owner distressed 
financially. Consequently, where 
there is no bond to protect the 
credit that a material furnisher or 
others extend, there is usually 
“something” substituted by them as 
compensation for the extra credit 
hazard. This is partially accom- 
plished by adding to the price a 
margin of safety factor which is 
undoubtedly equal to the amount 
paid the corporate surety for the 
security that it provides in which 
the owner participates. However, 
although the owner derives nothing, 
from the added cost that others 
charge as a means of protecting 
themselves, he pays this cost in the 
contract price at which the work is 
bid. In the absence of corporate 
bond, such increased charges are 
frequently admitted by those bene- 
fited and are a logical procedure 
from their point of view. Actually, 
nothing is gained by the owner in 
waiving the requirement of bond 
but many benefits are relinquished. 
Even higher prices do not substi- 
tute for a bond, since a corporate 
surety bond is collateral security 
for extended credit and _ higher 
prices are not. 

Those extending credit to meet 
the needs of construction work ap- 
preciate fully all the advantages 
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A construction project seeks uninterrupted progress 


that a bonded contract gives them 
and favor those jobs that thus con- 
sider their welfare and security. 
Many things that are uncon- 
trollable lead to difficulties and de- 
velop losses in the construction 
field. Probably the most severe of 
these is a sudden increase in prices 
and a restriction in the use of cer- 
tain vital materials caused by war 
or police action on the Korean 


scale. Disturbances of nature are 
responsible for much grief. In un- 
derground as well as underwater 
work, conditions can be encounter- 
ed that even careful investigation 
will not disclose in advance. Labor 
conditions sometimes account for 
some ‘very bad situations. It was 
considered a safeguard against ris- 


ing wages when the Government 
stabilized them on specific jobs, or 
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by territories, but when a higher 
wage was stabilized for an adjacent 
job or territory it did not prevent 
labor or skilled workers on jobs 
of lower stablized wages leaving 
for the attraction of the higher. 
What was supposed to prevent 
trouble created plenty of it, and 
substantial losses. But these are 
probably only the more spectacular 
causes of difficulty involving con- 
tracts which result in losses. 
Over-extension beyond physical 
capabilities or available resources 
has led many an apparently sound 
contractor to disaster. Over-opti- 
mism of what the future will hold 
has certainly taken its toll, but the 
multitude of cause of troubles that 
arise to plague contractors are a 
formidable array. Many of these 
hazards are known by corporate 
sureties and guide their underwrit- 
ing, but in spite of such knowledge 
they cannot be avoided so long as 
bonds on construction contracts are 
written, and it follows that no mat- 
ter what the precaution they can- 
not be avoided by the owners. 
Therefore the only resort for pro- 
tection is to shift the burden to the 
corporate surety by requiring its 
bond, and let it be the buffer from 
trouble arising through natural or 
human causes. There is no other 
method so inexpensive to safeguard 


the owner, and none that has so 
many proven advantages. The in- 
vestment will be found to pay divi- 
dends if not in the clear perception 
of return of dollar for dollar, then 
at least in the comfortable feeling 
of security from risk. 

Even after all precautions that 
a corporate surety takes to protect 
its solvency and to support the 
faith that the requirement of its 
bond imposes, it is still consciously 
aware that troubles resulting in 
serious loss to it can nevertheless 
be encountered. To guard against 
catastrophe which might result if a 
number of its risks involved it in 
sudden substantial loss, the origi- 
nating or writing surety retains only 
a part of the exposure, placing 
other parts with other companies 
selected for their reputation and 
financial strength in the business. 
In fact, a corporate surety operat- 
ing in many states and with the 
Federal government is prohibited 
from becoming surety on any one 
risk for more than 10% of the com- 
pany’s combined capital and sur- 
plus. Irrespective of such restric- 
tion, experience guides it in adopt- 
ing the policy of spreading the risk 
which it behooves others to follow 
if safety is of interest and conse- 
quence. 





Vaults, alarms and controls in 
your community bank may 
scare the external burglar or 
internal embezzler for a time 
but these bonds will furnish 
the real protection 


Bankers Need Protection 


Se UNDERLYING IMPORTANCE 
of Bankers Blanket Bonds is 
the protection they afford financial 
institutions in safeguarding their 
assets and the funds of the com- 
munity. Tradesmen, business and 
industrial organizations, laborers, 
clerks and householders put their 
earnings, savings, securities and 
valuables in these local institutions 
for safeguarding and investment. 
The wealth of our countryside, our 
towns and cities veritably is con- 
centrated in these institutions. 
Every banker is aware that in 
order to keep the confidence of his 
community, the integrity of his 
bank and the security of its funds 
must be kept intact. He knows the 
lure of his storehouse of bank money 
and credit, and he is wary of the 
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cheats and frauds and the men and 
women of little moral resistance 
who plot to rob the bank through 
the loophole of the teller’s window. 
Officers and employees are con- 
stantly on the alert against cashing 
forged or altered checks. They set 
mechanical alarms and they station 
guards on the premises against bur- 
glars and safe crackers. They take 
precautions to protect bank mes- 
sengers while carrying money and 
securities from place to place. 
Above all, to safeguard the bank’s 
property constantly in the hands 
of its officers and employees against 
the event that one or more of them 
may turn dishonest, individually or 
in collusion with outsiders, banks 
invoke further protection in the 
form of the«best internal controls 
they can devise. They establish run- 
ning audit systems and have direc- 
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tors and outside accountants audit 
from time to time. Through their 
bankers’ associations they study and 
recommend the most modern pro- 
tective methods. National and state 
banking departments and the Fed- 
eral Deposit Insurance Corporation 
examine them periodically. But 
despite all this, dishonesty, fraud 
and other variations of crime re- 
peatedly levy fantastic toll upon 
banks’ assets. 

There is a further and most deci- 
sive form of protection in addition 
to those outlined above, and that is 
the standard forms of Bankers Blan- 
ket Bond, provided by surety and 
casualty companies to indemnify 
financial institutions against the in- 
roads of crime. However seemingly 
foolproof are the protective devices 
a financial institution employs to 
ward off crime, it still is a major 
problem, and no official of intel- 
ligence and foresightedness will be 
without an adequate amount of 
blanket bond coverage to protect 
himself and his institution’s funds 
against the marauder. 

Blanket bonds have evolved from 
simple separate fidelity bonds and 
burglary policies. The story of this 
evolution is a dramatic one, for it 
has kept pace with the changing 
economic and financial scene, af- 
fording the required protection in 
accordance with the increasingly 
grave responsibilities of our finan- 
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cial institutions in the financial ex- 
pansion of our country. 

Bankers Blanket Bonds provide 
significant coverage under three 
major clauses which cover em- 
ployee dishonesty: loss of property 
through robbery, burglary, theft 
and holdup; misplacement or mys- 


terious unexplainable disappear- 


ance; and loss of property while in 


transit. 

In all financial institution blanket 
bonds these three clauses carry the 
basic overall amount of protection 
and each may not be purchased in 
a varying amount. There are addi- 
tional optional clauses, however, 
which may be bought in varying 
amounts of protection subject to 
specified minimums. These optional 
coverages are for hazards common 
to the financial world and take in 
forms of dishonesty which are col- 
lateral to the embezzlement, burg- 
lary, robbery and disappearance 
hazards. 

These optional clauses of the 
standard blanket bonds protect 
against additional exposures, e.g., 
loss through forgery or alteration 
of checks, drafts, etc.; forgery of 
securities; loss through the insured’s 
(where authorized by the Treasury 
Department) paying or redeeming 
United States Savings Bonds or 
Armed Forces Leave Bonds; and 
loss through the receipt by the in- 
sured, in good faith, of any counter- 
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feited or altered paper currencies 
or coin of the United States of 
America. 

It is fairly obvious at this point, 
therefore, that the term “blanket” 
is used advisedly in connection with 
the financial institution bond. It is 
even more significant to recall that 
the bankers blanket bond was the 
first instance of multiple coverage, 
dating back to 1915 when the sure- 
ty companies in the United States 
presented this modern form of cov- 
erage to the American financial 
market. The philosophy of multiple 
coverage or so-called package cov- 
erage has received considerable 
publicity recently, but it should be 
borne in mind that the philosophy 
is by no means a recent develop- 
ment and that the bankers blanket 
bond was in effect the bellwether 
of this movement. 

Returning to the standard form 
of bankers blanket bond, it should 
be noted that there are additional 
benefits to the insured. For exam- 
ple, as an addendum to the insur- 
ing clauses, court costs and attor- 
neys’ fees incurred and paid by the 
insured are indemnified by the sure- 
ty company in defending legal pro- 
ceedings brought against the in- 
sured to enforce the insured’s liabil- 
ity on account of any loss, claim 
or damage which, if established 
against the insured, would consti- 
tute a valid and collectible loss, and 
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such recovery is in addition to the 
amount of the blanket bond. 

The producer should be familiar 
with other terms of the blanket 
bond. Thus, for losses to be col- 
lectible, they must be sustained and 
discovered while the bond is in 
force and before the termination or 
cancellation of the bond as an en- 


Fabian Bachrach 
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tirety; and that notice of loss must 
be given at the earliest practical 
moment of discovery, and that the 
underwriter settles securities losses 
in kind or pays the cost of replacing 
the securities or on the basis of ar- 
bitration. Naturally, the producer 
should be familiar with the exclu- 
sions under the bond, because as 
broad as bankers blanket bonds 
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are, there must inevitably be con- 
ditions and limitations which are 
the norm and accepted procedure. 
These are found under the section 
of the bond entitled “Exclusions,” 
and the producer will recognize 
their importance as limiting the 
coverage to essential protection. 

There are a number of standard 
forms of blanket bonds for financial 
institutions and each is devised so 
as to give the specific type of finan- 
cial institution the maximum pro- 
tection in accordance with its oper- 
ations and purposes. All such forms 
bear the basic covers with limits on 
a single loss, they provide reinstate- 
ment and the one-year discovery 
period, and they carry continuity 
under successive bonds, or super- 
seded suretyship. 

For commercial banks, Forms 2 
and 24 are in use. Form 24 is the 
more recent development and, gen- 
erally speaking, is the broader form. 
A comparison of the two standard 
forms will illustrate this. 

Premium computation for these 
forms is based on the inclusion of 
all employees and on brackets of 
amount of coverage. All premiums 
are annual but may be paid in ad- 
vance for a three-year period at 

% times the annual premium, thus 
affecting a distinct economy for the 
bank thus covered. No charge is 
made for employees added during 
the premium year, and the insured 
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receives the benefit of any mid-term 
rate reduction. In addition to the 
rate so computed, commercial 
banks are entitled to experience 
rating on data supplied to The 
Surety Association of America in 
accordance with specific rules of 
the Rate Manual. 

Bankers Blanket Bonds, because 
of their diverse application, are 
somewhat intricate and technical, 
although not at all too involved for 
the agent to handle. However, to 
handle them properly, every insur- 
ance agent, broker and company 
man must understand bank routines 
and practices and must study the 
relative exposures of assets to the 
general and local risks. When those 
factors are known, the task still re- 
mains to fit the cover to the needs 
and the risks, a task which calls for 
intelligent study of the bond forms 
and the computation of rates. 

A final charge upon the insur- 
ance producer who seeks to partici- 
pate in bankers blanket bond busi- 
ness is to provide a bond measured 
to the amount of protection needed, 
and here again close study of a 
complete application on the stand- 
ard Surety Association of America 
form is requisite to obviate pure 
guesswork. Of course, the banker 
himself should be a source of 
knowledge of the need of specific 
amount of coverage, and yet we 
find that a great number of insured 
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Dishonesty, fraud and crime levy fantastic tolls 


banks do not carry even the mini- 


mum limits of liability recom- 
mended by the American Bankers 
Association. Much of this is due to 
differences and changes constantly 
going on in banking operations. As 
recently as September 8, 1953, the 
Journal of Commerce pointed out 
that inland bank deposit growth 
out-paces metropolitan areas be- 


cause the wider distribution of in- 
dustry accelerated borrowings in 
the larger cities but the money so 
borrowed flowed into small deposi- 
tories. 

It is fair enough statement that 
the embezzler will always be with 
us, and his companions in crime, the 
thief and forger, will constantly be 
a menace to the best operated and 
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protected financial institutions. In- 
ternal controls, audits and physical 
protective devices are an essential 
to combat crime in all its phases, 
and adequate blanket bond cover- 
age is a requisite added protection 
against their depredations. But 
blanket bonds are not a mechanical 
or automatic device. They must be 
sold, and the banker must be con- 
vinced of their necessity both as 
to appropriate form and adequacy 
of coverage. 

The alert insurance producer 
whose concern for the proper finan- 
cial protection of the members of 
his community impels him to study 
their needs and apply the appro- 
priate remedies, will inevitably note 
the necessity of adequate blanket 


es 


bond coverage. Like any other form 
of coverage, blanket bonds require 
more than a perfunctory under- 
standing if the producer expects to 
receive his premium share of the 
business. His service as an insur- 
ance counselor demands that he 
make available in his territory the 
coverage needed so that his clients 
and prospects are as safe as pos- 
sible from dishonest depredations 
which in turn will signify greater 
security to the community itself 
which leans necessarily upon the 
strength and solvency of its finan- 
cial activities. It is, without ques- 
tion, a service which the agent or 
broker must offer if his professional 
standing is to endure at its maxi- 
mum potential. 


One embezzler recently arrested on the charge 


of embezzling $45,000 from the bank where he 


was employed explained that the reason he stole 


the money and disappeared was that “I was 


losing more money at the track than I was 


making.” 


—The Employers’ Pioneer 





© Peculations of employees are 
not picayune today! Adequate 
fidelity coverage may prevent 
financial ruin for a business 
while also proving an impor- 
tant factor in credit 


Commercial Fidelity Bonds 


RODUCERS, COUNTRYWIDE, are 
| pete of the startling fact that 
dishonesty losses are definitely on 
the increase, not only in actual 
number but in amount. At the same 
time, they may not realize that the 
market for commercial fidelity 
bonds has not been sold nearly as 
well as the market for casualty and 
fire insurance policies. 

There certainly is as much need, 
if not more, for business concerns 
to carry adequate fidelity coverage 
as to carry fire and casualty cover- 
ages if they wish to escape financial 
ruin. Not only does a fidelity bond 
protect the employer from possible 
financial ruin from the peculations 
of his employees, but it may prove 
an important factor in obtaining 
credit. Credit officers appreciate 
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the fact that it is as important for 
their prospective clients to pur- 
chase adequate fidelity coverage as 
it is to carry fire, burglary and oth- 
er forms of casualty insurance. 

Newspaper headlines every day 
tell of sizeable losses to business 
due to dishonest employees be- 
cause the amount of the bond is 
inadequate, or no bond is carried. 
Can you as an agent afford to have 
this happen to one of your clients? 
Therefore, immediately review all 
your accounts to see if you have ap- 
proached your customers for dis- 
honesty insurance. If you have sold 
them, is the amount adequate? 

A knowledge of fidelity bonds, 
together with the ability to sell, 
will provide an agent with a new 
source of income from a compara- 
tively undeveloped field. A fidelity 
bond is really dishonesty insurance 
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since it provides protection against 
a definite peril just the same as a 
fire policy, an automobile liability 
policy, a burglary policy or any 
other insurance policy. You deal 
each day with many kinds of insur- 
ance policies written to reimburse 
an insured for loss sustained by 
reason of the hazard insured 
against. There really is no differ- 
ence between these policies and a 
fidelity bond. True, it is called a 
bond rather than an insurance pol- 
icy, but its purpose is protection 
against loss occasioned by reason 
of the peril named even as the case 
of insurance policies. 

The best types of dishonesty in- 
surance coverages for the commer- 
cial field are as follows: 


1. Individual fidelity bonds 

2. Schedule fidelity bonds 

3. Position form bond 

4. Primary commercial blan- 
ket bond (Insuring agree- 
ment I CDDD Policy Form 
A) 
Blanket position bond (In- 
suring agreement I CDDD 
Policy Form B) 


The individual fidelity bond is 
written to cover one named em- 
ployee in favor of the employer 
providing coverage for dishonest or 
fraudulent acts up to a specified 
amount listed in the bond. The 
schedule fidelity bond provides 
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similar coverage and amounts to 
two or more individual bonds in 
one contract to which is attached a 
schedule of employees covered and 
the specific amount of coverage 
applying to each employee. This 
yields certain advantages such as 
the convenience of one contract in- 
stead of several and the fact that 
additions, cancellations, increases 
and decreases are taken care of 
by endorsement. 

The position form bond may be 
written covering a single position 
or as a schedule bond covering 
many different positions provided 
there is attached a schedule setting 
forth the various positions and the 
specific amount for which each 


position is to be covered. All posi- 


tions of the same designation should 
be covered for the same amount. 
Otherwise, the liability of the com- 
pany in case of loss may be re- 
duced in proportion of the amount 
set opposite such position in said 
schedule as the number of the posi- 
tions of such designation actually 
covered bears to the total number 
of positions of such designation. 
The bonds mentioned above are 
not standard forms and may be 
changed or altered at the discre- 
tion of the company. The main 
company difference appears to be 
in the insuring clause as to acts cov- 
ered, the automatic coverage fea- 
ture giving coverage on new em- 
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ployees for a definite period and 
for a limited amount, the distribu- 
tion of salvage and the period for 
discovery of loss after cancellation. 
These bonds are for small business 
houses, or where an insured has 
only a few employees that he will 
consider for coverage. The primary 
commercial blanket bond (Insur- 
ing Agreement I CDDD Policy 
Form A) and blanket position bond 
(Insuring Agreement I CDDD Pol- 
icy Form B) offer the best protection 
for the average concern desiring 
protection for all employees. Under 
both forms, all employees are 
covered and all new employees 
are automatically covered in the 
amount specified in the bond. The 
two forms of blanket bonds differ 
in the application of the bond pen- 
alty. The penalty of the primary 
commercial blanket bond is the 
maximum exposure for any one 
casualty or event, but under the 
blanket position bond the penalty 
applies to each and every em- 
ployee. Therefore under the latter 
form in a collusion loss, the the- 
oretical exposure is the amount of 
the bond multiplied by the number 
of employees working for the em- 
ployer. For example, under $10,- 
000 primary commercial blanket 
bond, if four employees were joint- 
ly involved in the same loss the 
total coverage would be $10,000, 
but under the blanket position 
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bond of the same penalty the em- 
ployer would have $10,000 cover- 
age on each employee, or a total 
coverage of $40,000. This is why 
the blanket position bond is re- 
ferred to as a multiple penalty 
blanket bond. 

The blanket bonds protect the 
employer against any loss of money 
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or other property, real or personal 
(including that part of any inven- 
tory shortage which the employer 
shall conclusively prove has been 
caused by the fraud or dishonesty 
of any employee or employees) be- 
longing to the employer, or in 
which the employer has a pecun- 
iary interest, or for which the em- 
ployer is legally liable, or held by 





26 THE CASUALTY AND SURETY JOURNAL 


the employer in any capacity and 
whether the employer is legally 
liable or not, through any fraudu- 
lent or dishonest acts committed by 
one or more employees. 

The blanket bonds define em- 
ployees as one or more natural per- 
sons (except directors or trustees 
of the employer if a corporation, 
who are not also officers or employ- 
ers thereof in some other capacity) 
while in the regular service of the 
employer and whom the employer 
compensates by salary or commis- 
sions and has the right to govern 
and direct in the performance of 
the employees’ duties. Brokers, fac- 
tors, commission agents, consignees 
and similar representatives of the 
same general character are not con- 
sidered to be employees. Officers of 
a corporate employer may be ex- 
cluded provided such officers own 
a majority of the capital stock. 
Various outside employees such as 
salesmen, collectors, demonstrators, 
drivers, drivers’ helpers and other 
classes of employees for certain 
types of business as listed in the 
manual, may be eliminated by a 
rider resulting in a reduction in the 
cost of the blanket bond. 

A very important feature of 
both blanket bonds is the fact that 
if a loss is alleged to have been 
caused by the fraud or dishonesty 
of any one or more employees, and 
the employer is unable to designate 
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the specific employee or employees 
causing such loss, the employer 
shall, nevertheless, have the bene- 
fit of the bond provided that the 
evidence submitted reasonably (in 
case of inventory shortage conclu- 
sively) establishes that the loss was 
due to the fraud or dishonesty of 
one or more of the employees. 
However, regardless of the number 
of employees involved the aggre- 
gate liability of the company for 
such loss shall not exceed the pen- 
alty of the bond on any single em- 
ployee. 

These bonds also afford con- 
tinuity of protection if they super- 
sede prior coverage. Obviously no 
insured would transfer his business 
to another agent if by so doing 
there would be a break in his bond 
coverage. You need have no fear in 
soliciting for business of this na- 
ture since by the terms of the bonds 
themselves, after the cutoff period 
takes effect in the prior coverage 
the new bond assumes losses that 
occured during that term. This 
picking up of prior liability is sub- 
ject to certain reasonable condi- 
tions. The nature of the loss must 
be such as would be covered under 
both the prior bond and the pres- 
ent bond. If the penalty of the 
prior bond was less than the pres- 
ent coverage, then that amount is 
the maximum exposure. Converse- 
ly, if the present coverage is in the 





COMMERCIAL FIDELITY BONDS 


Sizeable losses daily to business due to dishonest employees 


lesser penalty, then the new bond 
penalty is the maximum exposure. 


The coverage granted ‘by this 
clause in the bond is a part of, 
and not an addition to, the amount 
of coverage afforded by the bond. 
In other words, it is not cumula- 
tive. 

If an agent has a prospect for 
a huge bond it is often well to 
submit quotations on primary and 


excess combination. That is to of- 
fer a blanket position bond as pri- 
mary coverage to take care of any 
collusion losses and also suggest a 
primary commercial blanket bond 
as excess in an amount large 
enough to take care of any catas- 
trophe losses. 

The agent knows his prospect 
better than the company. He should 
furnish the company with definite 
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information on the prospect. This 
means the proper completion of 
the application for the blanket 
bond in order to properly under- 
write the risk for adequate limits 
and sufficient premium. The classi- 
fication of employees is of utmost 
importance because every time a 
Class A or B employee is incor- 
rectly classified the company loses 
money and the agent loses commis- 
sion. The present inflationary pe- 
riod is partly responsible for the 
large fidelity losses and, therefore, 
the companies must have every 
dollar of premium they’re entitled 
to, especially on the basis of the 
present fidelity rates which have 


Top salesmen have 


been reduced approximately 60 
percent since the year 1939. 

It is impossible here to list all 
the prospects for dishonesty insur- 
ance. An agent should not hesitate 
to go after this business as there 


is nothing complicated about sell- 


ing dishonesty insurance. The Sure- 
ty Association of America in con- 
junction with the companies is con- 
stantly working toward the best 
protection and the simplification of 
policy forms for the commercial 
field, together with equitable rates 
for such coverage so that agents 
and companies may increase the 
volume of business. 


The curiosity of a cat, 


The tenacity of a bulldog, 


The diplomacy of a wayward husband, 


The patience of a self-sacrificing wife, 


The enthusiasm of a flapper, 


The friendliness of a child, 


The good humor of an idiot, 


The assurance of a college boy, 


The tireless energy of a bill collector. 


—Martin J. McHugh 





Court 


Decisions 


LXVII 


ALAN GRELLER, LL.B. 


Liability of Theater Owner—Aneleven- 

year-old boy was attending a movie. 
Some other boys in the audience were 
throwing or shooting paper wads dur- 
ing the show. After the boy had been 
in the theater for some time he was 
hit in the right eye, apparently by one 
of those “spit balls.” Suit against 
the theater to recover for the injury 
was brought on the boy’s behalf, but 
the court dismissed the case and 
rendered judgment for the theater. 
The appellate court, however, re- 
versed the judgment, holding that 
there was sufficient testimony to per- 
mit the jury to infer that the cause 
of the injury was the conduct of the 
other boys and that had the aisles 
been properly patrolled by theater 
employees the accident would not 
have happened. (Pfeifer v. Standard 
Gateway Theater, Inc. (Wisconsin 
1951) 48 N. W. 2d. 505). 


¢$¢? 
Liability of Department Store—A hus- 
band and wife purchased a hot air 
heating furnace for their home from 
a department store. It was installed 
in June. When they began to use the 
furnace in October, it seemed to be 
overheating and otherwise not work- 
ing properly. The husband com- 
plained to the store several times but 
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could get no satisfaction. In January 
a fire broke out in the house, appar- 
ently from overheating of the furnace, 
which totally destroyed the house and 
contents. Claiming the loss to be due 
to negligent installation and lack of 
inspection, they sued the store and 
the installer and recovered judgment 
against the store. The appellate court 
affirmed the judgment. (Moyers v. 
Sears-Roebuck & Co. (Iowa 1951) 48 
N. W. 2d. 881). 


ce a 
Liability of Building Owner — As a 
man was leaving a building, he slipped 
and fell on some ice on the terrace be- 
tween the building and the sidewalk, 
sustaining a broken left knee and oth- 
er injuries. The ice had apparently 
formed from water discharged from a 
downspout attached to the corner of 
the building in violation of a city 
ordinance. In his suit for damages 
against the building owner the jury 
returned a $7,500 verdict in his favor, 
but the judge rendered judgment for 
the defendant, notwithstanding the 
verdict. On appeal, however, the 
judgment was reversed and the ver- 
dict in favor of the injured man was 
reinstated. (Petrokas v. Atlas Furni- 
ture Company, Inc. (Illinois 1951) 
100 N. E. 2d 819.) 
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COPYRIGHT 1953 CARTOONS. OF-THE-MONTH” 
“Good news, Rogers! We've noticed you like plenty of fresh air, even on 
the coldest days, so we’re sending you out on the road and giving you all 
of Western Canada, Alaska and the Yukon Territory.” 








COPYRIGHT 1953 CARTOONS.-OF-THE-MONTH 
“The efficiency expert's advice is to let them have their morning coffee. 
It keeps them awake until lunch time.” 








THE MAN who was driving this car was 74 years old, 
and, judging from what the car looked like after it 
struck a tree, he was going about 74. The man is dead 
| so no one will ever be able to ask him why he did it. 
His three women passengers were critically injured. 


A) Motor Vehicle 


THIS LIGHT plane crashed right in the middle of a busy city 
street intersection. Bystanders all reported that the pilot had 
stunted the craft at too low an altitude and then lost control 
of it. Nobody could get the pilot’s story because he was too 


sick in the hospital to talk. 


THIS CAR was going pretty fast when it hit a tree, 
too. The bloodstained front half of it n the fore- 
front of the picture. T r half doesn’t show too 
well. But it’s on top where those rescue workers 
are. Five persons were killed. 


UNDERNEATH THE canvas sheet lies the 
body of the mechanical overhaul inspector 
of an airline. The pilot and copilot managed 
to escape from the plane which was de- 
stroyed by fire. 





THIS BUS careened into a truck and then plopped 
into a canal. As a result of this misadventure, 17 
of the passengers were drowned; another 20 suf- 
fered injuries. The feet of some of the victims are 
protruding from the wreckage. 


A Trucks 


d ; ) Be, hs 


THE DRIVER of this tractor-trailer truck was killed whe 
his vehicle overturned on him, scattering its cargo of lima 
stone all over the place. The firetruck is in the picture bd 
cause firemen had to put out the blaze started by the ignitin 
of gas from the tractor’s tank. 





THE NEWS 





WHEN THIS lumber yard went up in flames, 
the smoke trailed across the river to darken 
the skies of a neighboring metropolis. A fire- 
boat was brought up to guard the waterfront, 
but luckily it was not needed. 








THIS WAS one of the big ones. While it is difficult to get 
exact estimate of the damage to the piant and machine 
$60,000,000 is probably about right. The fire in the pla 
which employed 6,400 workers, started with an explosion t 
“sounded like thunder’’ to nearby residents. 





~ 7 . 
FARMER was driving along on his farm tractor (arrow) FIVE PERSONS were killed and more than 20 
en a tractor-trailer truck ran into him. The farmer was were injured in this disaster. A huge passenger bus 
led and his tracter destroyed. The tractor-trailer turned smashed into an auto pulling a trailer-house on a 


er and blocked traffic on a main U. S. highway for over bridge and the outcome was just brutal. Rescue 
o hours. workers are helping the survivors. 


TTT Gee ee ee eee 


PC | URE oo 


RE IS what's left of a resort hotel. Fire broke out in the THIS WATERFRONT fire was a five-alarmer. 
ly morning and the toll came to four dead and at least nine More than 150 firemen and 25 pieces of appa- 
red. An alert railroad engineer who blew the horn in his ratus were required to bring the flames under 
was responsible for the fact that most of the 300 people control. The burning paint, oil and paper stored 
pep in their rooms got out safely. in the warehouse covered the docks with smoke. 
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Pe 
ge s ae eee . 


HOW WOULD you like to have this mess dumped into THIS IS WHAT happened when a passenger train 
your back yard? That’s what happened to the residents and a freight met up with one another. The freight 
of this town when a freight train which was tearing had been derailed, dumping gravel all over the 


through was derailed. Twenty-three cars of a 60-car train 
bounced off the track, but only one person was injured. 


A Train 


~ THE NEWS IN PICT 


cece rene aimee ects meee 


THERE was a house, and then there was an 
explosion, and this is what was left. Witnesses 
said, ‘“The house flew apart in a flash of smoke,” 
and gas is believed to have been the cause. 
Seventeen other homes were damaged in the blast. 


h) 


place, when the passenger train bounced into it. 
Pretty sad, but no one was seriously hurt. 


Explosion 5 


GAS ALSO was the cause of this one. The whole side of 
the building was ripped out by the explosion. Two work- 
men, who were looking for a short circuit in the building 
at the time, were killed by the blast. Eight other people 
were injured, two seriously. 








© The Federal government regu- 
lations with regard to surety 
bonds are rather complicated, 
and producers must follow 
them. Here is what you need 
to know 


The Co-ordinator Plan - 


ie Is TO THE best interests of the 
insurance industry that produc- 
ers and home office men be familiar 
with the requirements of the Fed- 
eral Government with regard to 
surety bonds. The United States 
Government has in force detailed 


regulations prescribed by the Sec- 
retary of the Treasury with refer- 
ence to the handling of surety 


bonds guaranteeing government 
contracts and bonding of Federal 
employees. These regulations must 
be complied with by the company 
whose producer obtains the orig- 
inal bond; failure of the company 
to file with the government proper 
power of attorney for the producer 
causes the government considerable 


The author—Mr. Starling, who is manager 
of the Washington office of the Association 
of Casualty and Surety Companies, joined the 
staff in 1931. Long active in accident preven- 
tion work, he became manager of the Syra- 
cuse Safety Council in 1922. Three years 
later, he organized the Worcester, Mass., 
Safety Council. In the same year he was 
appointed secretary of the National Confer- 
ence on Street and Highway Safety, and he 
has engaged in numerous traffic safety ac- 
tivities since that time. 





By HOWARD M. STARLING 





unnecessary and extra work in ob- 
taining proper ratification. Com- 
panies, agents and brokers who 
familiarize themselves with the 
Federal regulations will of course 
be in a better position to service 
their clients; they will also have 
the satisfaction of knowing they 
are making a positive contribution 
to the country’s defense program 
by eliminating additional work on 
the part of the already heavily 
burdened government departments. 

This story properly starts in 
1942, when at the request of the 
then Department of Army, there 
was set up by the Association of 
Casualty and Surety Companies 
what has commonly been known 
as the Co-ordinator or Expediter 
Plan whereby a representative of 
the Association was given power of 
attorney by practically all of the 
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stock companies on the Treasury 
Department list of approved sure- 
ties to re-execute bonds and to cor- 
rect errors and omissions in the 
same, and to expedite the execu- 
tion of consents of surety to con- 
tract modifications made necessary 
by supplemental agreements or 
change orders adding to or deduct- 
ing from original estimated contract 
prices and specifications. The plan 
was thereafter extended to the 
Navy Department and to the Sec- 
tion of Surety Bonds, Treasury 
Department, and while the orig- 
inal plan was contemplated as a 
service to the government it has 
been used extensively by the 
companies in obtaining prompt 


execution of consents of surety to 
contract modifications where the 
original bond was executed by a 


number of co-sureties. By this 
procedure a definite service is 
rendered to government by reduc- 
ing to a minimum the unnecessary 
time consumed in the transfer of 
pertinent documents through the 
mails, and, in the case of confi- 
dential or restricted contracts, adds 
greatly to the security feature. 

In the year 1952, there was 
handled by the co-ordinator 3,238 
cases for various government de- 
partments on behalf of 69 com- 
panies. As an indication of the 
trend, during the month of Janu- 
ary 1953 there were 317 cases, and 


November 


during February 351. If this rate 
continues during the remainder of 
the year it can readily be seen 
that the number of cases handled 
for the calendar year 1953 will 
be in excess of 4,000. Speaking 
of surety services to government, 
it seems to be advisable to review 
the bonding requirements of the 
government with the ultimate view 
of improving our service. 

With the exception of the Fed- 
eral courts and the Post Office 
Department, the regulations set 
forth here are intended to apply to 
bonds of all Federal employees and 
Federal contract bonds. In addi- 
tion to card power of attorney files 
in the Treasury Department and 
War Department, the Post Office 
Department maintains separate 
card power files; however all bonds 
other than court bonds and postal 
employee bonds clear through the 
Section of Surety Bonds, Treasury 
Department. 

Treasury Department regulations 
(Department Circular #69, dated 
11/21/07) require surety com- 
panies authorized by the Secretary 
of the Treasury to execute obliga- 
tions on behalf of the United 
States, to file card powers of at- 
torney (Treasury Department Form 
272, which may be obtained from 
the Section of Surety Bonds, Treas- 
ury Department) for persons ex- 
ecuting these obligations or to 
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attach a specific power of attorney 
covering the action of the agent in 
the execution thereof. If a person 
for whom there is no power of at- 
torney card on file executes a bond, 
there must be attached to the bond 
an original, specific power of attor- 
ney, describing the obligation in 
detail for which the power is given. 

A certified copy of a general 
power of attorney is not acceptable 
to the Treasury Department, and 
any bonds accompanied by such 
instruments must be ratified by the 
home office or re-executed by an 
attorney in fact, having authority 
on file to execute such instruments. 
For instance, John Doe holds an 
unlimited power of attorney for a 
surety company, but no card form 
has been filed with the Treasury 
Department. He executes a bond 
(either contract or Federal official ) 
and attaches to the bond a certi- 
fied copy of his power of attorney. 
A bond so executed must be rati- 
fied by the home office of the sure- 
ty company or re-executed by an 
attorney in fact with card power 
on file. Certified copies of powers 
of attorney should not be attached 
to instruments, unless specifically 
requested by the government off- 
cial requiring the bond. 

The card power of attorney must 
cover the class of instrument ex- 
ecuted. For example, many com- 
panies have filed powers of attorney 
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which are limited to a class of 
bonds: namely, an agent may have 
unlimited authority on contract 
bonds, but not be authorized to 
execute judicial bonds, Federal of- 
ficial bonds or license or permit 
bonds. 

The total obligation executed 


must not exceed the amount of 


Howard M. Starling 


the authority on file. By way of 
example, an agent having author- 
ity in the amount of $100,000 hav- 
ing signed the original obligation 
in that amount cannot execute a 
consent of surety to a change order 
or supplemental agreement which 
increases the obligation of the 
surety in excess of the $100,000. 

A company may not execute a 
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bond guaranteeing the perform- 
ance of a public works contract in 
excess of the underwriting limita- 
tion imposed by the Treasury 
Department (T. D. Form 356). In 
such cases co-suretyship must be 
arranged. A bond guaranteeing a 
supply contract may be executed 
in excess of the imposed under- 
writing limitation, if the excess over 
the limitation is reinsured in a 
company on the Treasury Depart- 
ment list of approved sureties and 
Treasury Department Form 369 
properly executed and attached to 
the bond. 
ATTORNEY IN FACT 

The attorney in fact must be 
empowered to execute obligations 
by his sole signature if obligations 
so executed are to be acceptable. 
As an example, Joe Doe has been 
authorized by a surety company to 
execute bonds as a resident vice 
president only when signing jointly 
with James Smith, resident assistant 
secretary. Neither John Doe nor 
James Smith may execute an obli- 
gation by his signature alone. 

Signatures on executed obliga- 
tions must be identical with name 
on card power of attorney. Spe- 
cifically, John M. Doe has power 
of attorney on file; therefore he 
cannot execute obligations as J. M. 
Doe or J. Manly Doe, etc. 

Authority of executing agent 
must be broad enough to cover 


November 


obligation executed. For instance, 
a company has authorized an agent 
to execute “any and all bonds.” 
Such agent may not execute stipu- 
lation and consent agreements, 
riders, etc. 

Signature of attorney in fact 
must be legible. Every execution 
should have name of such execut- 
ing official printed, typewritten or 
rubber stamped under the signa- 
ture. 

Authority on file must be dated 
coincident with or prior to date of 
execution. Specifically, an attorney 
in fact whose power of attorney is 
dated October 1, 1952, may not 
execute an obligation date prior to 
that date even though the execution 
is actually done on a subsequent 
date. 

The proper corporate name of 
the surety must be used wherever 
it appears in the instrument. Ex- 
ample: the name of the “United 
States Accident and Casualty Com- 
pany” may not be written as the 
“U.S. Accident and Casualty Com- 
pany.” 

The state of incorporation of the 
surety must be included, as in the 
following example: “United States 
Acctdent and Casualty Company, 
a corporation organized and exist- 
ing under the laws of New York, 
New York,” or “United States Acci- 
dent and Casualty Company, a 
New York Corporation, New York, 








THE CO-ORDINATOR PLAN 


The United States Government ... has detailed regulations 


N. Y.” If the home office of the 
company is not located in the state 
of incorporation, the state of in- 
corporation as well as the address 
of the home office must be shown, 
such as: “United States Accident 
and Casualty Company, a corpora- 
tion organized and existing under 
the laws of New York, with prin- 
cipal office at Baltimore, Mary- 


land.” Local addresses or addresses 
of branch offices should not be used 
in the body of bond forms. 

An impression seal of the surety 
must be attached. The Treasury 
Department will not accept a 
sticker or adhesive seal unless a 
specific resolution of the board of 
directors of the surety has author- 
ized the use of such seal and filed 
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a copy of the resolution with the 
department, together with an opin- 
ion of the legal department of the 
company, to the effect that the use 
of other than an impression seal is 
not contrary to the laws of the 
state of domicile of the surety. 

A very frequent error occurs in 
the execution of annual bid bonds 
or annual performance _ bonds. 
Since an annual bid bond is un- 
limited as to penal sum, the card 
power of attorney for the attorney 
in fact executing the bond must 
also be unlimited. 

Any and all corrections or altera- 
tions in bonds must be authenti- 
cated by marginal notations, duly 
signed and sealed by the surety, 
describing the alteration or correc- 
tion and consenting to the change. 
An erasure for the correction 
of a typographical error, including 
strike-overs of type, must be in- 
itiated by the attorney in fact. 

All bonds in favor of the United 
States of America are approved by 
the Section of Surety Bonds, Treas- 
ury Department, except post office 
bonds. However, both the Post Of- 
fice Department and the War De- 
partment require separate filings of 
power of attorney cards, since filing 
in one department does not meet 
the requirements of the other. 

I would suggest to all producers 


te 


that before they execute a bond or 
consent of surety, they assure 
themselves that their power of at- 
torney on file with the government 
department concerned is adequate 
to cover the execution of the obli- 
gation; and to companies I would 
respectfully suggest that the card 
power of attorney files in the home 
offices be examined, brought up to 
date and that when authority is 
granted a producer to execute a 
bond or consent of surety that 
adequate power of attorney be 
filed with the department con- 
cerned in Washington. 

The service that the Washington 
office extends on behalf of its mem- 
ber companies and the production 
forces of the nation which repre- 
sent them, is not confined to those 
services outlined heretofore, but 
includes continuous contact with 
the various governmental depart- 
ments to service their needs as re- 
spects new coverages, new bond 
forms, and to assist them in all of 
their problems involving corporate 
suretyship. 

I hope that I have not been too 
critical as no criticism has been 
intended, but I have an earnest de- 
sire to do everything that is pos- 
sible to improve “Surety Services 
in Washington.” 





Usable Ideas for Today 


Bur_pinc Gornc Up 


How well do you know your local 
builder? Or your home appliance deal- 
er? Or the home furnishings outlets in 
town? 

Acquaintanceship with these and 
similar businesses can be a most valu- 
able asset in “keeping up with the 
Joneses.” Particularly now that the 
Federal Reserve Board has suspended 
Regulation W, it may be helpful to 
keep in touch with businesses such as 
these to learn who is buying what to 
improve the home and make living 
more comfortable and pleasant, or who 
is expanding business-wise. 

Suspending Regulation W means 
there is no longer any minimum down 
payment requirement, or any maxi- 
mum length of time in which to pay 
for appliances, automobiles, etc. Also 
there is no longer any government- 
sponsored screening of loans for busi- 
ness purposes. 

This, in turn, means that anyone 
who wants to modernize, who wants 
to open a new store, make inventory 
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loans, can do so. It is expected that 
the relaxing of these controls and the 
elimination of Regulation W should 
act as an added stimulus to business 
for the balance of the year. But unless 
you actually go out and make an ef- 
fort to obtain leads on increased busi- 
ness activity resulting from the suspen- 
sion of the Regulation, it is doubtful 
if it will benefit you. 

New home improvements, kitchen 
installations, new furniture and rugs 
are an indication the home owner's 
property values have gone up and 
need to be insured accordingly. They 
may mean a need for Burglary cover- 
ages, Fire and Extended Coverage 
insurance and even Liability protec- 
tion. 

By walking up and down Main 
Street and taking in the side streets 
every so often, you can see who’s do- 
ing what. But, by enlisting the help of 
local business men and keeping your 
eyes and ears open, too, your list of 
prospects grows out into the byways in 
direct proportion to the contacts you 
have and the keenness of your senses. 

The Employers’ Pioneer 
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Here Ir Is 


Dear Bill: 

You've asked me, what makes a 
good Accident & Health man? 

This is not a question to be an- 
swered simply, because there are 
many things that enter into the mak- 
ing of a good Accident & Health sales- 
man. There is one thing, I can assure 
you, that he is not. He is not a type. 

Some people would have you be- 
lieve that unless you are an extrovert, 
a_hail-fellow-well-met, that you had 
better get into some other business. 
Don’t you believe them. 

Of course it helps if you are out- 
going, if you really like people, but 
even these desirable traits are not ab- 
solutely essential. I've known some 
very introverted and even sour guys 
who became outstanding successes in 
this business. It’s awfully hard to pin- 
point any one qualification for success, 
but since you've asked I believe I will 
have to name one all-embracing vir- 
tue. That virtue is zeal. 

If you believe that the importance 
of the family is vital in our society, if 
you hate poverty, if you loathe the 
things that cause economic chaos for 
a family, if your senses wince at the 
thought of sickness and wrecked bod- 
ies and the sadness and despair that 
invades a home because of them— 
you'll develop this zeal for our busi- 
ness. You'll develop product knowl- 
edge. You'll have enthusiasm. You'll 
become a self-starter. And you'll be 
successful. 

The reason why you'll be successful 
is because of the nature of our busi- 
ness. A man and his family are wholly 
dependent on the earning power of 
the breadwinner. Without an income 
a man must find other means to pay 
for the food, clothing, shelter, etc., his 


family requires. Accident and Health 
insurance permits him to buy an in- 
come which he will receive if and 
when the ravages of sickness and acci- 
dent strike. It permits him to do this 
by his paying a relatively small sum 
of money each year. 

What it gets right down to, I guess, 
Bill, is that you must believe almost 
fanatically in the true dignity of man. 
You must hate all things equally that 
might lower or destroy that dignity. If 
this is what you believe, and believe it 
with what approaches religious zeal, 
you ll want to become a missionary in 
the vineyard of man preaching your 
convictions to anyone and everyone. 

If you are at all timid or shy your 
zeal will see you through. —And on 
the subject of fear always remember 
that great men will help you to be at 
ease and small men will try to make 
themselves léok important by making 
you feel unimportant. Humor these 
men, Understand them. Sympathize 
with them. But don’t fear them. They 
are not worthy of, your fear.— 

Investigate our business, Bill, learn 
all you can about it. Develop your phi- 
losophy and try to visualize a family 
caught in a poverty not of their own 
doing but caused by the viciousness of 
disease and accident. 

If you finally come to think of fam- 
ilies as they are when in these straits, 
and feel for them—then do something 
about it. Come into our business. 
You'll be successful. You'll be num- 
bered among a select group of men. 
And you'll be welcome. Good luck, 
Bill. 

With sincere good wishes, 

C. F. McCafferty 
—The General's Review 





© Most businesses are required 
to have license or permit bonds 
to comply with municipal, 
county or state laws and this 
is your entree to many other 
insurance lines 


License and Permit Bonds 


NE OF THE MoOsT prolific 
O sources of income to a pro- 
ducer and to the companies are 
those bonds required to insure 
compliance with state, county and 
municipal laws. Almost invari- 
ably the applicant is a business 
man, and the prompt and proper 
handling of his requirements, offers 
an excellent entree to his other 
business. 

These bonds are divided roughly 
into two classes: 


(a) The license bond, which 
permits an individual or a firm 
to pursue its trade or profession; 
(b) The permit bond, which 
grants to an individual certain 
privileges not generally afforded. 


Both of these types are again 
divided into two forms: 


The author—Mr. Sessions is vice president 
of the Manufacturers Casualty Insurance Co. 
He was previously associated with Massa- 
chusetts Bonding and Insurance Co. in its 
New York office. 





By WILLIAM A. SESSIONS 





(1) The desirable one, which 
permits claims to be made only 
by the authority granting the 
license or permit; 

(2) The less desirable one, which 
permits claims against the surety 
by third parties not named in 
the bond, with consequent pos- 
sible claims in excess of the bond 
penalty. 


Municipalities require licenses 
for two reasons; either to increase 
revenues, or as a matter of policing. 

Bonds on licenses for revenue, ° 
such as plumbers, electricians, gas- 
oline-filling stations, oil burner in- 
stallers, are generally pretty safe 
and freely written. 

Licenses to assist policing, such 
as employment agencies, detective 
agencies, theatre ticket and steam- 
ship ticket agencies, pawnbrokers, 
second hand dealers and such, 
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must be carefully underwritten be- 
cause the bond is more or less a 
penalty for violations and may be 
forfeited for failure to comply. 

A plumber or an electrician can 
generally correct defective work, 
but it is hard to repair the damage 
caused by widespread fraud on 
steamship tickets, phony employ- 
ment, or a mistaken raid on some- 
one’s home or hotel room. 

One of the surprising things 
about these classes is that where 
the bond is not required for polic- 
ing, there is usually other good 
business to be obtained; while, if 
it is, there is generally none. 

Therefore, all policing 
bonds must be care- 
fully and conservatively. 

Permit Bonds 

Broadly, there are two classes 
of permit bonds. One grants per- 
mission to make permanent or 
temporary structures where the 
general public is affected. In this 
class are sidewalk vaults, ash ele- 
vators, contractors’ sheds or ma- 
terials, hoists, overhanging signs, 
marquees, etc. These are generally 
safe since property owners, who 
have something to lose, are the 
principals, and therefore other 
business follows. At least adequate 
public liability must be bought to 
prevent loss on the bond, and here 
is your opening wedge to fire and 
allied lines. 


such 
considered 
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The other class of permit is not 
a true permit or license bond, but 
is a granting of credit. As such, it 
is a financial guarantee and must 
be handled with caution. Again, 
we find a two-class division: 

(1) Those which guarantee that 

credit extended by a_ public 

body will be made good; 

(2) Those which guarantee that 

credit extended by certain class- 

es of creditors will be made good. 


Both classes are necessary and 
there are good bonds and other 
good business obtainable through 
the proper and safe handling of 
these bonds. 

However, a word of warning 
whenever the obligee may use his 
discretion in requiring bond. You 


may be sure he will require bonds 
only of persons of dubious credit 


standing. Since he will handle 
more of them than you, his judg- 
ment will be better. 

In the first class are found post- 
age meter, gasoline and fuel oil 
tax inspection fee, beverage tax, 
liquor tax, cigarette tax and, that 
ever increasing nuisance, the sales 
tax. Beware of the sales tax bond, 
for here, definitely, the selection is 
against you. 

All of these bonds, with the ex- 
ception of the sales tax bond, 
eliminate the principal’s paying an 
estimated advance tax and pre- 
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vent wasteful tie-up of funds and 
possible added accounting costs. 

For the strong concern with a 
good rating, these need not give 
too much concern, but it is very 
necessary to supply your company 
with up-to-date, verified financial 
statements, if you do not want the 
business turned down. 

In class two, are the milk deal- 
ers, canners, commission merchants 
and other buyers of farm products. 

More Hazarpous 

The bonds in class two are more 
hazardous and generally are writ- 
ten with extreme care. Milk deal- 
ers are the most common and for- 
tunately have been educated in the 
furnishing of financial data and 
collateral. One thing favorable to 
the milk dealer is that he rarely 
has a large inventory and does have 
a substantial plant and equipment 
item. With character and experi- 
ence and a reasonable margin of 
net quick assets you have a fair 
case, 

You likewise have an excellent 
chance at what I believe to be 
other profitable premiums—boiler 
machinery, use and occupancy, fire, 
etc. Commission merchants gen- 
erally are not too heavy in plant 
and seldom have a carry-over in 
merchandise, which being general- 
ly perishable, has to move rapidly. 
Your concern, therefore, is with 
his character and experience. It 
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PERMIT BONDS 


is a very risky business for the 
novice. With character and experi- 
ence, a reasonable margin above 
liabilities makes a good bond. 

The canneries are thought by 
many to be more difficult. Theirs 
is a risky business, requiring much 
plant and equipment, subject to 
seasonable peaks and depressions. 
Many canners advance money to 
producers; crops sometime fail, 
causing tie-ups of advances; manu- 
factured goods fail to sell, resulting 
in large holdover inventories, with 
consequent heavy loans secured by 
inventories. Obviously these bonds 
may be written only for the experi- 
enced and well financed firms. 
Properly handled these lead to 
much other insurance, most of it 
desirable. 

Your underwriter in insisting on 
detailed statements for the more 
difficult bonds is trying to help 
you. If you give inadequate in- 
formation, it is certain to result in 
his saying to you, “We don’t write 
this class of business” or “We re- 
quire full cash collateral.” 

On the other hand, a complete, 
verified statement may disclose col- 
lateral that is acceptable, whose 
pledging may not reduce the so- 
necessary working capital. Always 
remember there are good bonds in 
all classes and the safe writing of 
difficult bonds wins you entree to 
other businesses. 
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Probably one of the best sources 
of insurance business in lines, ex- 
cept surety, are the miscellaneous 
bonds, which are well listed in the 
blue pages of your bond manual. 
Most of these bonds come through 
people who may require bonds 
only once in a lifetime, but at that 
moment the need is urgent. If you 
cannot handle it for them, their 
business goes where it is handled. 
Most bonds in this section are fully 
described by their names and much 
other data in the manual, but 
comment in this article on a few 
of them may help. 

Auto tour bonds are required by 
auto clubs from members who are 
taking their cars abroad. Nearly 
all countries permit visitors to 
bring in cars without customs duty, 
if the owners agree to remove the 
car from the country within six 
months. Usually the owners have 
money, and good handling leads 
other business. 

Miscellaneous Bonds 

Lost instrument bonds are given 
by owners of checks or securities 
which have been lost, destroyed or 
stolen. They generally come to you 
through banks or trust companies 
and are almost invariably well rec- 
ommended. 

The acid test is whether the in- 
strument is negotiable. If it is not, 
the bond may be freely written 
on your form or the form of any 
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good bank. If it is negotiable, then 
the time and circumstances of the 
loss are important. If, for example, 
an endorsed certificate of stock or 
a bearer bond is destroyed by fire, 
or other casualty, then it is safe; 
otherwise I know of no means to 
make it so, although where suff- 
cient pressure is exerted, com- 
panies sometimes retain the dupli- 
cate as collateral for varying 
periods of years. Be wary of the 
lost certified check. It is a fairly 
common means for stopping pay- 
ment to allege its loss. If the re- 
quest for bond is from payee, it is 
usually a genuine loss. 

Lease bonds generally are about 
as difficult as any, but sometimes 
may be written. The first step is 
the financial statement and a con- 
formed copy of the lease. Generally 
the terms of the lease will preclude 
handling without collateral, and 
many times the bond penalty is 
out of all proportion to the obligee’s 
risk. 

It is possible in many cases to 
point out to the obligee, through 
principal, that this is so by sug- 
gesting that the penalty should be 
the commissions for reletting, the 
rent while idle, or the difference 
between the old rent and the new, 
than taking collateral to the extent 
of the reduced amount. 

It is a very doubtful proposition 
to offer a one or two-year bond on 
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Municipalities require licenses to increase revenues or assist policing 


a longer term lease and such a 
bond requires the best possible 
legal talent to draw, if you are not 
inadvertently covering the full 
term. 

Income tax bonds are in effect 
appeal bonds, except for forms 
896 A, 1127 B, 11380 and 3661, 
which are deficiency bonds, and 
1114, which is the replacement 
form. 


These bonds are underwritten 
just as appeal bonds, but it must 
be borne in mind that the bond 
amount includes the tax itself, the 
penalties already assessed and the 
interest earned and to be earned, 
so that any collateral less than the 
bond amount is insufficient. 

Deficiency bonds are, of course, 
bonds to obtain extensions of time 
in which to pay taxes and penal- 
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ties already conceded and which 
will bear interest to the time limit 
in which to pay. The collector fixes 
the bond to include tax, penalty 
and interest. Collateral-need is self- 
evident, as the bond is required 
only when payment cannot be 
made by the principal. 

Form 1114, the replacement 
bond, is the one form susceptible 
to easy underwriting. It usually 
comes about by reason of the 
forced sale of assets, replacement 
of which is essential to the conduct 
of the principal’s business. The 


bond guarantees that the untaxed 
proceeds of the sale will be rein- 
vested in replacement of the asset 
sold, within a period of time. The 


bond may be safely written by 
creating a trust fund for the re- 
placement and, if necessary, taking 
joint control. 

Do not turn down tax bonds for 
the reason that it may be against 
public policy to bond tax funds. 
It isn’t; because any collector pre- 
fers the bond of a good surety to 
the dubious collections made from 
the sale of tax liens. 

Miscellaneous indemnity bonds 
may be anything. The liability is 
determined by the terms of the 
document requiring the bond, so 
be sure to obtain a copy of it for 
study, then forward it, with up-to- 
date verified financial statements, 
to your underwriter. 


Andy: “What’s the big idea—painting your 


car green on one side and red on the other?” 


Sandy: “It wins accident cases. You should 


hear the witnesses contradict each other.” 


’ 


—Fireman’s Fund Record 





© Ninety percent of business is 
conducted by credit ... an 
opportunity to the forger and 
a challenge to you 


Insuring Against Forgery 


He stood in front of his bank 

trying to comprehend the in- 
formation given to him. Some 
weeks before his daughter, Stella, 
had taken $4,000 in Government 
Bonds representing his life savings 
to the bank, telling him that-certain 
changes had to be made in them. 
The bank official had now informed 
him that Stella had brought the 
bonds in and cashed them on the 
strength of his signature. John was 
an ordinary laboring man and not 
well versed in such matters, and he 
did know that he had not endorsed 
the bonds. He did know that the 
proceeds had not been delivered to 
him and that his life savings were 
gone. 

Sidney Palmer was mad. He had 


Vr Potaris was A tragic figure. 


The author—Mr. Miller began his insurance 
career with the Massachusetts Bonding and 
Insurance Co. in 1919. He later served with 
the Hartford Accident and Indemnity Co., 
and joined the Glens Falls Indemnity Co. in 
1927. He became secretary in 1940, and vice 
presid of the panies of the Glens Falls 
Group in 1949. 














By STANLEY B. MILLER 





just received a notice from his bank 
that a note for $650 was in default. 
He knew of no note that he had 
signed. What he did not know, 
however, was that his son, Philip, 
had some months before gone to 
the bank and obtained this amount 
of money only on the endorsement 
of his father. 

Merchant L was disgusted with 
himself. In his anxiety to sell some 
of his products he had cashed a 
check for $75.00 in payment of 
$30.00 worth of merchandise, giv- 
ing the difference in cash. His bank 
had informed him that the check 
had been returned by a New York 
bank on which it was drawn with 
the notation thereon “No such ac- 
count.” His only consolation, if any 
there was, could come from the fact 
that several of his competitors had 
fallen victim to the same forgery. 
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It might be said that these cases 
were unusual. However, the first 
two are of fairly recent origin and 
taken from the claim files of my 
company. The third was from our 
local newspaper, which reported 
some twenty admitted victims ot 
this old check game. Such items in 
the newspapers are rather frequent. 

As a matter of fact, the average 
person gives the subject of forged 
signatures, checks and other docu- 


ments little consideration. If he 


does he concludes: (1) it cannot 
affect him because he is not in- 
volved in transactions that are sub- 
ject to forgery; (2) insofar as his 
personal checks are concerned if 
one is forged the bank would be 


liable; and (3) his accounts and his 
checks are small and a forger would 
not be bothered with such a trifling 
matter. It can be conceded that 
from an individual standpoint the 
hazard is probably not very great 
although there are fallacies in the 
viewpoint as set forth above. 

The increasing complexities of 
business have increased the oppor- 
tunities for the professional forger 
as well as for the “one shot” artist 
or the amateur. It is estimated that 
better than 90 percent of business 
transactions are conducted on a 
credit basis. That presents oppor- 
tunities for the professional forger. 
Many of these business transactions 
involve negotiable instruments of 
all sorts, particularly bank letters of 
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credit, checks, bills of exchange and 
many other media. Safeguards have 
been instituted such as checkwrit- 
ing machines, tighter audit controls 
and various other devices, but they 
have not proven wholly effective. 


THE ROLE OF INSURANCE 


Indemnification through insur- 
ance against loss sustained through 
forgery is the only safeguard, if it 
can be called that. There are many 
forms available intended to cover 
various types of insureds and their 
peculiar susceptibility to forgeries. 
The most vulnerable to forgery is 
that of the banks. The reason is ap- 
parent from the nature of the busi- 
ness. Forgery coverage has been 
available to banks through Bankers 
Blanket Bonds. It is safe to say that 
the banks generally are alert to this 
hazard and protect themselves ac- 
cordingly. To discuss the various 
clauses included in the Bankers 
Blanket Bonds relating to forgery 
would consume the space allotted 
We shall confine our approach to 
the commercial field. 

The best known and most widely 
used forgery form is the Depositors 
Forgery Bond. This form might 
well be called the master policy as 
many of its terms, clauses and con- 
ditions have been incorporated in 
other forms. Its sale is unrestricted 
except as to financial institutions. 
It indemnifies against losses sus- 
tained through forgery or alteration 
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of, on, or in any check, draft, prom- 
issory note, bill of exchange or sim- 
lar written promise, order or di- 
rection to pay a certain sum in 
money made or drawn by or upon 
the insured or his agent or pur- 
porting to have been made or 
drawn on the insured or his agent. 

A further clause protects the in- 
sured’s bank should the bank sus- 
tain a loss by reason of taking the 
foregoing instruments for collec- 
tion or shall pay or cash the same. 
The bond also covers attorneys’ fees 
and court costs arising from a re- 
fusal to make payment of any 
check, draft, etc., alleging it is a 
forged or altered document, ‘when 
such costs are incurred and paid by 
the insured or the bank. 

Blanket coverage includes all 
branch offices, in the same limit as 
provided for the principal office. 
But the coverage for branches can 
be specified in selective amounts 
if so desired. In addition, members 
of a firm or officers of a corporation 
may obtain protection of their per- 
sonal accounts at the same rate as 
branch offices. 

The Depositors Forgery Bond 
furnishes coverage for outgoing 
checks drawn or alleged to have 
been drawn by the insured. Cov- 
erage can be extended by rider to 
incoming checks or other instru- 
ments received by the insured in 
payment for services rendered, or 
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personal property sold and deliv- 
ered, Recovery under this rider is 
limited to 75 percent of the face 
amount of the instrument. This 
rider does not extend coverage to 
forged checks or drafts cashed as 
an accommodation. 

It should be noted at this point 


Stanley B. Miller 


that the popular 3-D pelicy incor- 
porates the provisions of the De- 
positors Forgery Bond in one of its 
Insuring Agreements, thus making 
a truly effective “package policy.” 

The Depositors Forgery Bond 
should command a wide market, 
but it is extremely doubtful that 
this market has been greatly ex- 
ploited. 
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The so-called Family Forgery 
Policy was presumably designed to 
protect the individual and/or his 
family. In addition to providing the 
clauses of the Depositors Forgery 
Bond, it carries an additional pro- 
vision to protect the insured up 
to $50 against counterfeit United 
States paper currency in any one 
transaction and up to $100 in the 
aggregate. This policy is not ex- 
pensive and provides protection to 
those with checking accounts or 
using savings accounts to any ex- 
tent. Also, there are selected indi- 
viduals such as doctors, dentists, 
lawyers, etc., who do have need 
for this coverage. Most commer- 
cial ventures are subject to the pos- 
sibilities of forgery especially those 
engaged in installment selling. 

Warehouse receipts have been 
increasingly subject to forgery in 
the past few years. This may be due 
to the use by the Federal Govern- 
ment of warehouse facilities for the 
storage of surplus products. The 
cases with which your writer is 
familiar have not been caused by 
the professional forger but by over- 
extended operators who have ma- 
nipulated warehouse receipts. While 
such forgeries involved warehouse 
receipts used as negotiable instru- 
ments or as collateral to loans, such 
transactions do not involve the 
warehouse owner directly although 
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he is not wholly absolved should he 
release the products stored. Cov- 
erage can be afforded through a 
rider to the Depositors Forgery 
Bond. 

Stock brokers and investment 
bankers are exposed to the hazards 
of forged checks, drafts, or other 
instruments, offered to them as col- 
lateral to establish a credit balance 
or marginal account. They can be- 
come innocent accomplices of 
crooks engaged in the handling of 
stolen securities. It is true that the 
larger stock brokers protect them- 
selves by the purchase of the Blan- 
ket Bonds that provide broad for- 
gery coverage. However, their cor- 
respondents in the smaller com- 
munities do not have such broad 
protection as shown by a man of 
our acquaintance who found him- 
self the holder of some stolen bonds 
that he was holding as collateral 
against an open account. 

Certainly the Depositors Forgery 
Bond can furnish the requisite pro- 
tection but through lack of demand 
or failure to develop it in the field, 
it has not reached the class of large 
premium income. Perhaps our field 
forces are missing a good profit 
making line. The need is apparent 
from continual stories of forgeries 
appearing in the daily press. Why 
not explore its possibilities? 











Judicial bonds are door-open- 
ers to new business in all lines 
for this Newark agency by 
stressing prompt service and 
intelligent use of direct mail 


Opening the Door 


REQUENTLY, WE ARE ASKED, 
“How do you justify the time 
and effort which you devote to a 
single phase, judicial bonding? 
With the premiums on this type of 
business usually in the 5 and 10 
cent class, how can you make any 
money from this operation?” 

The answer to this is, “We don’t 
make money on judicial bonds.” On 
bond premiums as small as these, 
the money to be made isn’t in the 
bond itself, but it is in all the other 
business and the advertising value 
that the writing of such bonds 
brings into our office. 

Let’s take a case where a trustee 
has been appointed to re-organize 
a business and put it in running 
order. The premium on the trustee 
bond is mere peanuts. We may 
have spent the entire commission 


The author — Mr. Fierstein is with Philip 
Fierstein & Co., a Newark, N. J. insurance 
agency which has been in business since 
1935. Mr. Fierstein, who is in his early 
forties, is active in civic affairs in his com- 
munity. 





By BENJAMIN FIERSTELN 


we'll earn in sending direct mail 
letters to the attorney for the trus- 
tee during the past year, besides 
our messenger service, advertising 
in financial papers and in the law- 
yers Law Journal. But don’t for- 
get, the business that is being re- 
organized has to have insurance. 
And who will write that insurance? 
The man who wrote the trustee 
bond if he is on his toes. 

Let’s take the case of a furniture 
store that needs a plaintiff's re- 
plevin bond. We receive the call 
and give our fastest service. Our 
commission may amount to only a 
few dollars, barely paying for the 
time we spend, but we've got our 
name before the proprietor of that 
furniture store. We have given him 
good service on his bond. The next 
time he needs a bond, he will think 
of us again and before long he will 
be thinking of Philip Fierstein & 
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Co. in terms of fire insurance, lia- 
bility insurance, workmen’s com- 
pensation and burglary insurance. 
And every penny we get from 
these other lines will be the direct 
result of good, fast service on a 
common ordinary judicial bond. 
“How, then, were you able to 
develop such a specialized follow- 


Benjamin Fierstein 


ing? Is it because of political con- 
nections?” 

“No!” 

In fact, we have no political 


business on our books. The real 
reason is that we have made a 
specialty of bond service and have 
continuously emphasized the fact 
to every attorney in our county 
that we specialize in bonding. 
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Some 12 years ago, we began to 
develop our judicial bond business. 
The full credit for this foresighted- 
ness belongs to Philip Fierstein, 
who did the leg work. First, a 
quantity of attorney’s kits, (folders 
containing a few of the common 
types of judicial bond applica- 
tions), were ordered from the 
company. Instead of merely mail- 
ing these kits in envelopes to 
various attorneys, (where, in all 
probability, the attorneys’ secre- 
taries would have opened them, 
scratched their heads in confusion 
and then filed it in the closest 
waste basket), Phil personally took 
each kit and paid a visit to the 
attorney’s offices. There he met 
and chatted with the attorneys, ex- 
plaining the bond service that our 
agency was able to furnish. Need- 
less to say, this leg work was not 
accomplished in a day or a week. 
After eight months of laborious and 
persistent work, Phil had not yet 
seen every attorney in town. 

Then, as a follow-up, we pro- 
ceeded with a direct mail cam- 
paign. Each month a short letter 
was sent to every attorney, re- 
minding him that our agency 
specialized in bonding, and in con- 
nection therewith, provided prompt 
and speedy bond service. Enclosed 
with each letter was a judicial 
bond calendar blotter. 

In our mailing, keeping the ad- 





OPENING THE DOOR 


There is no easier or quicker way of getting an agency known 


dressograph plates up to date is a 
must. We guarantee return post- 
age to the post office and also pay 
the Post Office Department for 
furnishing us the forwarding ad- 
dresses. Twice a year as the new 
attorneys are admitted to the bar 
and we can find an office address, 
they are added to our list. These 


new attorneys are also sent a letter 
of congratulations upon being ad- 
mitted to the New Jersey Bar. 

In 1950 we conducted an ex- 
periment in order to test the worth 
and value of the direct mail cam- 
paign. We discontinued our direct 
mail activity for about six months. 
Almost at once the number of calls 
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for judicial bonds began to drop 
off, and we could even feel a cer- 
tain “slowness” in other lines of 
insurance. Convinced once again 
of the effectiveness of the letters, 
we resumed the direct mail. We 
got almost immediate results from 
these letters. It is a very peculiar 
coincidence that a few days fol- 
lowing our monthly mailing we 
get two or three calls from attor- 
neys who had not dealt with us 
before. 

For many years we maintained a 
special messenger to deliver the 
bonds to the attorneys. The mes- 
senger boy was dressed in a notice- 
able but smartly styled uniform. 
Embroidered on his cap was the 
word, “Bonding”, on the breast 


pocket of his jacket and overcoat 
was the name of our agency and 


again the word, “Bonds.” Every 
time the boy ran a bond to an 
attorney’s office, his appearance re- 
emphasized the fact that we were 
bonding specialists who gave fast 
service. The draft and the Korean 
War however, have robbed the 
labor market of available men; so 
the messenger service has been 
discontinued for the duration. (We 
hope to reinstate the messenger 
service shortly.) 

When a lawyer becomes one of 
our judicial bond clients, the first 
thing we do is to thank him, by 
letter, for his desirable business. 
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Although the letter is not effusive, 
it is just as sincere in its thank you 
for the $5 or $10 premium as if 
the premium amounted to $1,000. 

At this time I would like to say 
that throughout the years of doing 
bond business with these attorneys, 
we have been privileged to write 
the personal business of hundreds 
of them. The lawyers themselves 
are valuable prospects for our gen- 
eral insurance business. Besides 
them, it has given us many an 
opportunity to meet with their 
clients. The advantages of being 
introduced in a friendly atmosphere 
has added many customers on our 
books. 

One other little thing that has 
been done to further our bond 
service and closer relations with 
the various attorneys (especially 
the newer and younger ones), is 
the invitation to avail themselves 
of our attractively furnished, air 
conditioned conference room. Since 
many of the small lawyers do not 
have the facilities to hold confer- 
ences of any size, a cordial invita- 
tion is always open to them. When 
it is known that the conference 
room will be used by a group, we 
make sure that the cigar humidor 
and the cigarette boxes are full. 
My brother or myself are always 
in to greet the group and see that 
they are comfortable. 

The conference room is done in 
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tasteful, conservative decor of wal- 
nut and leather, giving a home 
instead of an office atmosphere. It 
was done by a professional deco- 
rator who used as accessories fire 
helmets, old leather buckets and 
on the walls, colorful prints of fire 
scenes and early fire engines. It is 
hard to be in that room without 
thinking about insurance. This 
room is used often by various law- 
yers and we have two companies 
that use it for their annual stock- 
holders meetings. 

We realize that our location in 
populous Newark, New Jersey, in 
a county where there are twenty 
four hundred practicing attorneys, 
(twenty or thirty times the num- 
ber found in the average Ameri- 
can county), is a considerable 
advantage in a program of devel- 
oping a judicial bond business. 

However, we are reasonably 
certain that if circumstances were 
such, that our office was suddenly 
transported to the seat of an aver- 
age American county, our policy 
would still be to specialize in 
judicial bonds. Why? Because 
there is no easier or quicker way 
in getting an agency known among 
the business and professional men 
in that community. How? After 
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setting up shop, the first thing we 
would do would be to contact 
someone at the county courthouse 
—the surrogate, probably, and get 
to know him on a personal basis. 
Where the casualty company had 
no branch office in town, we'd 
apply for a power of attorney. 
Then we'd begin contacting every 
attorney in town and some of the 
more important ones out in the 
county. We'd emphasize that the 
bonds are written right in our 
office, delivered immediately and 
stress that no signed application is 
needed until the bond is in the 
attorney’s hands. 

We'd give every attorney the 
best possible service to prove that 
our motto of speedy delivery wasn’t 
just an idle boast. If an at- 
torney said, “Oh, tomorrow’s soon 
enough,” we'd still see that he got 
that bond today. We'd take papers 
to the courthouse for the attorneys, 
do them every conceivable favor 
of that kind that we had a chance 
to do. 

And if we followed that plan, 
I'll bet that we’d make judicial 
bonds pay off in a town of five 
thousand just the same as they’re 
paying off in a city of half a mil- 
lion. 


Ambition is not a vice of little people. 


—Montaigne 





. . . AUTOMOBILE 
False Economy. In Astoria, Ore., a 
policeman was about to tag two cars 
for overparking when their respective 
owners sprinted across the street, put 
nickels in the meters just in time. Out- 
come: instead of paying 50-cent park- 
ing fines, they each forked over a 
dollar for jaywalking. . . . Progress. In 
Portsmouth, R. I. the 53-year-old 
ordinance prohibiting speeds in ex- 
cess of 10 mph. within the town 
limits has been revoked by the town 
council. . . . Mr. Einstein? In Milwau- 
kee, a 62-year-old man on trial for 
drunken driving, admitted he had 
been drinking cocktails “by the tea- 
cupful,” but refused to concede that 
he had been drunk when arrested, in- 
sisted instead that he had been weav- 
ing up the street “to dodge all the 
drunken drivers” heading at him. 


... Burcuary AND THEF1 
Cut the Comedy. In El Cajon, Calif., 
the defendant in a burglary trial 
halted his attorney in the middle of 
an argument, said to the judge: “Let’s 
stop this farce. I’m guilty and should 
be sent to jail.” . . . Getting Their 
Own Back. In Toledo, O., two men 
who had been drinking in Sam’s Cafe 
for five hours before closing time, 
forced their way into the place a half 
hour later, explained to the police who 
arrested them: “We give Sam all our 
business.” . . . Overconfidence. A man 
in Providence R. I., who had been ar- 
rested twice and released twice by de- 
tectives who mistook him for a mur- 
der suspect, insisted on a guarantee 
that he would not be pulled in again, 
was then pulled in for good by the 
police who, when they wired his home 
town, found he was wanted for for- 
gery. . . . One Way Or Another. A 
man who was refused a $2,500 busi- 


ness loan by a bank president in Com- 
fort Tex., took out a gun, made off 


with $1,730. . . . Perplexed Middle- 
man. In Bernahillo, N. Mex., the 
sheriff turned all five cellmates of the 
Sandove County Jail loose. His beef: 
County officials wouldn’t vote him any 
funds for food; local grocers wouldn’t 
give him any credit. 


. . . UNCLASSIFIED 
No Argument. A building inspector in 
Port Huron, Mich., condemned a city- 
owned warehouse upon inspection. An 
hour later the building collapsed. . . . 
Educational Through Experience. A 
Baxley, Ga., man who was delivering 
handbills opposing a proposed law to 
curb cattle on the highways, decided 
to do so no longer, and campaigned 
in favor of the measure after his car 
ran into a stray bull and was wrecked. 
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A former cashier and director of a Missouri 
bank embezzled $24,000. He made full restitu- 
tion, but the judge gave him two years, saying: 

If a man risks his life holding up a bank, 
nobody comes forward to speak a good 
word for him when he is captured. He is 
branded a criminal. But a man of good 
reputation can take money from the inside 
and then people come forward to ask that 
he not be punished. I can’t place this man 
on probation. 

Harsh? Unreasonable? Maybe so. But there 
is good reason to believe that embezzlement 
from within is more serious than robbery from 
without. 

The cashier of a bank has in his trust the 
community’s money. He doesn’t risk his life if 
he chooses to take a little of it every day. 
Worse, he poses as a guardian when he is 
actually something else. 

The cashier will get another chance two 
years from now. Society owes him that chance. 
But society deserves protection, too, against 
embezzlement. 

—editorial from Dallas News 
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